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The problems and issues which have confronted the federal-state employ- 
ment service since its establishment during the early thirties clearly 
suggest an increasingly important role of this service in our changing 
economy. This monograph was written in order to provide some perspec- 
tive for considering what its role should be. 

The authors of this report are widely known in the field of labor eco- 
nomics as experienced and competent investigators. Both have authored 
other reports published by the Institute. Dr. Haber has been associated 
with the Institute as a consultant for many years and presently is also its 
Director of Unemployment Insurance Research. 

Without taking a position on the many issues which are raised, the Insti- 
tute is pleased to publish this report. 
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The W. E. Upjohn Institute 
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February 1964 
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Preface 

Since its inception 30 years ago, the United States Employment Service 
has had a checkered career. It was bom in the midst of the greatest de- 
pression in the nation’s history. Before the state legislatures could enact 
laws necessary for the federal-state cooperative program, a whole series 
of measures were adopted to deal with the economic ravages of the great 
depression. These included CWA, WPA, CCC, NYA, FERA, and PWA, 
among others — all enacted in 1933. To serve these agencies, the federal 
government established a National Reemployment Service even before a 
federal-state plan could get underway. In 1935 Congress enacted a Social 
Security Act which immediately involved the local offices of the United 
States Employment Service in the administration of the “work test” re- 
quired to qualify persons for unemployment insurance benefits. Then 
came World War II and the federalization of the United States Employ* 
ment Service, including its shift from the Social Security Agency to the 
Department of Labor. At the close of the war, with the return of the Em- 
ployment Service to the states, there was an opportunity to begin the de- 
velopment of a federal-state employment service on the principles con- 
templated by the original Wagner-Peyser Act of 1933. 

In the meantime, however, as a result of the development of public 
policy in the manpower field, the Employment Service developed beyond 
the idea of a simple labor exchange under which it was conceived. Addi- 
tional responsibilities were constantly being imposed upon it. These had 
to do with special services for veterans, the handicapped, minority groups, 
youth, and the elderly people in the labor force. There was an expansion 
in its counseling, testing, and guidance functions. It became involved and 
increasingly skilled in the procurement of labor market information and, 
in fact, in community “labor market planning.” The “imposition” of ad- 
ditional functions has continued almost to the present time. More recent- 
ly, in addition to responsibilities connected with the administration of un- 
employment insurance, the local and state offices have become involved 
in the nation’s manpower development and training programs. In brief, 
the more than 1,900 local offices affiliated with the United States Employ- 
ment Service have become in a broad sense “manpower centers” serving 
the local community, the state, and the nation. 

In this monograph we undertake to examine the developments which 
have influenced the United States Employment Service during the 30 
years of its history. We are mindful of the fact that this long period can- 
not be fully treated in a relatively short monograph. We hope, however, 





that in highlighting the major developments and in emphasizing the evolv- 
ing issues and problems this monograph will contribute constructively to 
the public discussion currently being carried on regarding the proper role 
of the United States Employment Service in a changing economy. 

One of the authors has, for many years, served as a member first, of the 
Technical Advisory Board to the United States Employment Service, and 
since 1948 for 10 years as Chairman and since then as a member of the 
Federal Advisory Council on Employment Security. These associations 
have made it possible for him to observe the developing problems affect- 
ing the employment service operations in the United States. 

The United States Employment Service is but the lengthened shadow 
of many persons who have worked over the years in implementing the 
intent of the Wagner-Peyser Act and subsequent pertinent legislation. We 
have known many of these public servants in the national office in Wash- 
ington, in state administrative offices, and in many local offices across the 
country. In our discussions with them, we have learned much about the 
problems of operating a public employment service. To all of them, we 
owe our indebtedness. 

We express our sincere appreciation to Mr. Louis Levine, Director, 
United States Employment Service, and his staff members who read the 
manuscript. Their comments and suggestions were most helpful. 

Special thanks go to to Dr. Harold Taylor, Director, the W. E. Upjohn 
Institute for Employment Research, for making this study possible. Two 
of the Institute staff members were of special assistance: Mr. Samuel Ben- 
nett helped us get the manuscript into its final draft; and Mrs. Jared H. 
Ford edited and prepared it for publication. 

We also want to thank Mrs. Gretchen Foster, who provided helpful 
editorial assistance, and Mrs. Edward Foster of the Michigan State Uni- 
versity School of Labor and Industrial Relations, who cheerfully typed 
and retyped the several drafts of the manuscript. 

WILLIAM HABER 
DANIEL H. KRUGER 

December 1963 
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I. Introduction 



The nation is becoming increasingly concerned over the utilization of its 
human resources. In recent years public discussion has centered on levels 
ot employment; rates of unemployment; labor market problems of young 
workers and school dropouts; and retraining problems of older workers, 
minority groups, and the female labor force. The changing composition of 
the work force, especially since the end of World War II, has accentuated 
the public’s interest in training scientific and technical personnel, doctors, 
nurses, and teachers. Public concern in manpower development and utili- 
zation is to be expected. No modem government can ignore its manpower 
resources. The quality and quantity of the nation’s manpower resources 
and the availability of jobs are both critical factors in its economic devel- 
opment. This is especially significant in a job economy. 

The job economy is more than a descriptive phrase. It suggests that the 
overwhelming majority, about 90 percent, of the American people make 
their living through having a job. This has not always been the way people 
in the United States have earned their livelihood. In earlier periods in the 
nation’s history, a substantial proportion of the people worked on the 
land. At a later time, millions of Americans “worked for themselves” in 
offices or stores or in service activities. As our society evolved into a highly 
urbanized and exceedingly industrialized economy, self-employment de- 
clined; and working as an employee in private business and industrial firms 
and in government significantly increased. The job became the most im- 
portant economic activity in the lives of most of the American people be- 
cause it provided the central means for earning income. 

The centrality of the job is the distinguishing characteristic of the job 
economy. Consequently, preparing for a job, getting a job, holding a job, 
separating from a job, and finding another job to replace it are crucial mat- 
ters for large numbers of persons. Any institution which assists the indi- 
vidual in this process is, therefore, vital to the welfare of the nation, the 
efficiency of the economic system, and the maximum utilization of human 
resources. 

Public responsibility in assisting in this process has a long history. The 
nation’s educational system is related to it. Apprenticeship programs, vo- 
cational education, and public training programs were directed to facilitate 
job preparation. A few municipalities established public labor exchanges 
where workers and employers could meet. Later state governments and 
the national government became av/are of the need fftr job-finding services 
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for workers. These services, in time, expanded to include counseling, guid- 
ance, testing, job referral, job placement, and labor market and job infor- 
mation. Public involvement in providing these employment services grew 
out of a realization on the part of government that these were necessary 

to the efficient functioning of the job economy. 

This monograph deals with the public institution supplying these em- 
ployment services, the United States Employment Service (U. bb). 

USES is a federal-state system of public employment offices. In partner- 
ship with the states, it operates a nationwide system composed of over 
1 900 local offices. Both the federal and state partners have responsibilities 
for the operation of the system. The federal partner administers, inte- 
grates, and “operates” the system. It provides general policies, direction, 
technical assistance, and funds to the states. It develops tools, techniques, 
methods, and operating procedures. Through the Employment Service 
Manual and program letters, it prescribes the framework for the operation 
of the federal-state system. In terms of administration and organization, 
the USES is now headed by a director who reports to the administrator o 
the Bureau of Employment Security, United States Department of Labor. 
Thus, the Secretary of Labor has ultimate responsibility for the federal- 

state system of public employment offices. 

The states have the responsibility for operating their state and local of- 
fices. Each state has a state employment service which is affiliated with the 
USES. Personnel in the state central offices and in the local offices are state 
employees who are paid with federal funds according to each state s salary 
schedule. To qualify for federal funds, each state h? * 4 establish person- 
nel standards and an acceptable merit, i.e., civil serviu ystem. Each state 
employment service is headed by a director who reports, depending on the 
state’s organization, to the director of the employment secunty commis- 
sion to the state department of labor, or to the state industrial commission. 
Again depending on organization, the heads of these overall agencies, of 
which the state employment service is a part, report directly to the gover- 
nor or through a commission to the governor. 

With this very brief description of the USES, we shall examine iis role 
in a changing job economy. In analyzing this role we sought answer, to 
the following questions: ( 1 ) What is the current status of the job economy 
in terms of the composition of the labor supply, and what impact does this 
have on the operations of the USES? Chapter II deals with these questions. 
(2) How did the USES evolve and what effect does its historical develop- 
ment have on its operations today? Chapter III presents a brief history of 
the USES and the important problems arising out of its development, 
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such as its images and the nature of its federal-state relations. (3) What 
kird' of employment, services does the USES provide? In c apter we 
briefly describethe expanding activities of the USEStomeet the ever- 
changing problems in the labor market. (4) What arc the 'mportan prob- 
lems confronting the USES which affect its operation? In chapter V e 
discuss for whom the Employment Service is inten^d; its retetmm^ps 
with colleges and universities and the private fee-chargmg employment 
asencies- organizational structure; the placement record that has been 
sharply criticized in recent years; budget and staff; and lack of understan - 
togof the USES and its role in facflitating the employment process. In view 
of the criticisms being directed at the Employment ^'C« «e w» ed to 
know; (5) What steps have been taken to improve the ‘USES U*era » 
and (6) What other steps can be taken to improve its effectiveness. In 
chapter VI we review the 1962 reorganization of the USES and its signi - 
canoe in improving it, the organization of the larger metropolitan areas, 
and the use of electronic data processing equipment in tne 
ice. To point out what can be done to increase the effectiveness of local of- 
fice operations, we call attention to the Muncie, Indiana, demonstration 
project as a useful guide. We also cite the cooperative placement program 
of the New Jersey Manufacturers Association and the New Jersey Emp oy- 
ment Service, which likewise can be an example for other states 'J h ®"™ e 
present our own suggestions for strengthening and improving tile USES. 
^Before we begin to answer, he questions which wehavepo^we 
first to review the rationale for a national system of P ubl “ em P*°^ 
offices Second, we want to call attention to the milieu in which the US£L 
operates. Both are essential in analyzing and understanding the role of the 

I ISES • • 

The USES exists to serve the national interest in the problems ansmg 

out of the development and utilization of human resourcesBynatmmd 
interest, we mean any condition which is of sufficient concern to the nation 
as a whole to warrant some kind of public action. The ratl ° n; *' 
tjonal employment service was, and is, that it could facilitate the P J 
ment process for all workers and employers who seek assistance an 
thereby contribute to increasing the national product and the standard of 

living This is the economic rationale. . 

There is also the welfare rationale. The preamble of the nation s Con- 
stitution sets forth a philosophical basis for the USES. One of P^ 

for establishing the federal government was to promote the 8 en ™ 
fare. The existence of unemployment— the failure to utilize prope J 
man resources-has indeed a corroding influence on the general welfare. 
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Furthermore, the individual human welfare of the job seeker is affected. 
Manpower problems have nationally significant economic, social, and 
political consequences which are highly interrelated. The federal govern- 
ment must, therefore, initiate and give directions for their resolution. As 
a federal agency, the USES serves the national interest through participa- 
tion in these efforts. 

The problems of employment and unemployment do not respect state 
boundaries. They are the results of population growth, urbanization, 
changes in national consumption patterns, widespread and accelerated 
technological changes, shifts in the geographical location of industry, for- 
eign competition, and changes in defense requirements. To promote useful 
work opportunities for those able and willing to work, Congress passed 
the Employment Act of 1946. This act, among other objectives, commits 
the national government to a policy of seeking high levels of production 
and employment within the existing economic system. The USES contrib- 
utes toward the national objective through a system of local offices which 
are equipped to provide placement services to both job seekers and em- 
ployers. Furthermore, through its inter-area recruitment, more thnn 1,900 
local offices are welded together into a national system, thus creating a 
national, albeit imperfect, labor market. 

In the labor market there are special groups of workers such as vet- 
erans, the physically handicapped, and young workers, in which the na- 
tional government has expressed an interest through legislation. Congress 
assigned specific responsibilities to the USES to provide job assistance 
for these groups. The Servicemen’s Readjustment Act of 1944 and the 
Veterans’ Readjustment Act of 1952 provide for effective counseling and 
placement services for veterans. Under Public Law 565 (approved August 
3, 1954), the Employment Service, through cooperative agreements with 
state rehabilitation services, provides placement services for the physically 
handicapped. The Wagner-Peyser Act of 1933, establishing the USES, 
calls for placement services for youth. Thus the USES has a legislative 
mandate to provide placement services for these special applicant groups. 
In so doing, it serves the national interest. 

There are other ways in which the USES contributes to the national in- 
terest. It secures and analyzes current information on employment condi- 
tions in all the nation’s important labor market areas. Such information is 
needed for the formulation of national policies; moreover, many federal 
agencies use it in the development and execution of their programs. Na- 
tional labor market information is essential for the effective operation of 
the job economy. 
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The proper development and utilization of human resources in the job 
economy also require occupational information. The USES has developed 
a comprehensive occupational research program to aid the local offices in 
their counseling, testing, and placement services. Its Dictionary of Occu- 
pational Titles is a basic tool in vocational guidance. 

Finally, the USES serves the national interest in times of national emer- 
gencies when both human resources and materials must be mobilized 
quickly and effectively. A responsive nationwide system of public employ- 
ment offices is indispensable to mobilization of the nation’s manpower in 
time of war The USES ably demonstrated its capacity to mobilize man- 
power to meet the demands of World War II. It was the operating arm of 
the federal government for carrying out manpower policies and programs. 
The national interest is served today by having an efficient nationwide em- 
ployment service in readiness in the event another defense emergency de- 

Vel From the foregoing it is evident that the nation needs a strong national 
employment service. The task ahead, as we see it, is to make it more effec- 
tive in serving the national interest. As we shall point out, efforts are being 
made to improve the USES. Others are needed. We recognize, however, 
that the USES cannot be expected to resolve all the manpower problems in 
the labor market. There are socioeconomic and political factors which a - 
feet its operation, and these must be taken into account in evaluating the 

efjetiveness of the USES. . 

First, the nature of the value system of the nation is most important. 

Individual chore* is central in this system. The individual, within limits, 
has a choice as to the means he uses to find a job, and the employer li e- 
wise has a choice to use the channel of hiring that he desires. Then no 
compulsion, nor should there be, for them to use the public employ. ;nt 
office. If private channels do not produce results, there must be available 
to both worker and employer some socially desirable means to carry out a 
labor market transaction. Thus there is a common need for employment 

services supported by public funds. 

Second, a public employment service seeks to serve all workers and em- 
ployers needing placement assistance. It cannot be selective in choosing 
its clientele as can the private fee-charging agency. There are those work- 
ers seeking placement assistance who are well qualified, and there are those 
who lack the skills currently in demand. Similarly, there are employer job 
orders which can easily be filled, and there are those which are most diffi- 
cult to fill. The employment service, for the most part, must work with its 
applicants and its job orders, and both affect the placement performance. 



Third, the nature of the governmental system is a factor affecting the 
employment service. In a political democracy, legislators react to public 
pressures. Pressure groups, for example, veterans’ organizations, seek leg- 
islative support for programs affecting special groups of workers. Govern- 
ment institutions respond to pressures from the community. The employ- 
ment service is no exception. 

We are now ready to begin our examination of the role of the USES in 
a changing economy. turn first to the composition of the labor force, 
trends in occupations, and special employment problems in the job econ- 
omy. 
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II. The Job Economy 



The public employment service operates within the job economy and is 
greatly influenced by its internal dynamics. Its role must be appraised 
against the backdrop of the operation of the American job economy. The 
factors affecting the supply of labor and the characteristics of the avail- 
able workers are important considerations in assessing the role of the pub- 
lic employment service. In this chapter we shall discuss labor force growth 
and its composition. The number and types of available jobs also are im- 
portant factors in evaluating the effectiveness of the employment service, 
but a detailed analysis of these factors is beyond the scope of this study. 

Labor Force and Job Supply 

Before examining the composition of the available supply of labor, let us 
look at how the job economy operates (chart 1). The supply of labor Is 
obtained from the noninstitutional population, i.e , those people 14 years 
of age and over, excluding inmates of penal and mental institutions and 
homes for the aged, needy, and delinquent. In 1961 the total labor force 
of the country, including the armed forces, was about 58 percent of the 
noninstitutional population. The proportion was 56 percent in 1940. The 
ratio of the total labor force to the total noninstitutional population is the 
labor force participation rate. The rate for male participation, as would be 
expected, is much higher than that for females. Since 1940 the male par- 
ticipation rate has been declining: from 84 percent in 1940 to about 79 
percent in 1962. The female participation rate has risen from 28 percent 
in 1940 to 37 percent in 1962. The reasons for this change in the compo- 
sition of the labor force will be discussed below. 

The labor force is composed of those persons 14 years of age and over 
who are willing to work, able to work, and actively seeking work or who 
are already employed. Between 1940 and 1960, the total labor force rose 
from 56.2 million to 73.1 million, a gain of 30 percent. The total nonin- 
stitutional population also increased 30 percent. The concept of the labor 
force does not accurately show the potential supply of workers available 
for work. There are unemployed workers who have temporarily dropped 
out of the labor force; there are workers in training status and workers 
who have what might be called a loose attachment to the labor force. Tak- 
en together, they constitute the labor force reserve. Depending on the time 
of year (i.e., the seasonality of certain types of employment), the level of 
economic activity, and the easy availability of certain types of employ- 
ment, the members of the labor force reserve enter the job market. Thus, 
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Chart 1 

The Job Economy* 



Supply of labor Supply of Job* 




'Pr* pored by Oaniel H. Krvfer, School of tabor end Industrial lelotions, Mich i fen State University, If 62. 
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the total available supply of workers includes both the labor force and the 

labor force reserve. , . 

The supply of labor creates goods and services only if employed. In a 

job economy, the worker needs a job to provide the necessary means to 
support himself and his family. There are varieties of jobs required to man 
a complex industrial urban society. The jobs are classified by occupations 
or groups of occupations. For each job there are certain requirements, 
either written or in the mind of the employer, precise or vaguely drawn. 
The available jobs include those filled and those unfilled for which the em- 
ployers are actively seeking persons, or which they would fill if persons 

turn up. 



How Worker and Employer Find Each Other 

As we have been discussing them, the supply of labor and the supply of 
jobs are abstractions. They take on meaning in a particular labor market 
transaction when a worker starts looking for a job and an employer starts 
looking for a worker. Possessing certain characteristics, abilities, educa- 
tion and skills, and a more or less definite idea of the job he wants, the 
worker seeks to sell his labor services to an employer. The employer w o 
is looking for a particular type of labor service has a job description calling 
for certain qualifications. Both worker and employer have to adapt them- 
selves to labor market conditions. If a worker possesses skills not in e- 
mand, he may have to lower his vocational sights; and if an employer 
cannot find a worker to meet his qualifications, he may have to alter his 

** In culminating a labor market transaction, both the worker and the em- 
ployer use a variety of channels of hiring. The employer, if operating un- 
der a labor agreement, may have to recall one of his laid-off employees. 
He may place a job order with the local office of the state employment 
service; he may hire someone off the street; he may ask his current wor - 
ers to help him find someone. He may turn to a private fee-charging em- 
ployment agency, or he may recruit at high schools and universities. He 
may pirate a worker away from another firm. A public employer would 
use the civil service system if he operated under this system. 

The worker, in his job search, may use the local office of the state 
employment service. He.may answer an ad in a newspaper or place one m 
the hope that an employer will read it. He may apply at the employer s 
employment office or seek a job through the hiring hall. He may seek job 
placement assistance from a private fee-charging agency or call on his rel- 
atives and friends for job information. If a student, he may well use the 
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placement services of his school or college. If interested in public employ- 
ment, he would probably take a civil service examination. 

Both worker and employer use first those channels which they know 
best. If the worker and the employer are not brought together through one 
channel, they use others. Several channels may be used simultaneously. 
It must be stressed that the worker and the employer may choose how they 
will go about finding each other. Any evaluation of the placement activ- 
ities of the public employment service must take this into account. Later 
we shall discuss the channels of hiring in more detail. 

Once the worker and the employer are brought together, a labor market 
transaction is not necessarily completed. When they meet, job selection 
criteria come into play. The employer has a set of hiring practices. This 
may include a physical examination, testing, and checking of references. 
This may also include unwritten discriminatory practices involving race, 
color, or creed. While the employer is applying his job selection criteria, 
so is the worker — he may not like the conditions of employment; he may 
feel that the pay is too low; he may view the job as being different from its 
original description. The job selection criteria are affected not only by cur- 
rent labor market conditions, but also by the parties’ willingness to accept 
each ether, based on personal preferences. If all these conditions are met, 
a placement results. 



Changes in the Manpower Supply 

As was noted, the potential supply of workers and the labor market trans- 
actions are affected by labor market conditions. In addition, the operation 
of the job economy underscores the complexity of utilizing human re- 
sources in our industrial society. Workers are not homogeneous; they are 
no longer just “hands” to hire and put to work.They are a resource; they 
can feel, think, and act upon their volition. They can be active in that they 
adjust, or try to adjust, to the demands of the job economy; they can be 
passive in that they attempt no adjustments on their own. 

In the postwar period, perhaps more than in other periods in our eco- 
nomic history, we are recognizing the complexities involved in the full 
utilization of our manpower resources. Inappropriate education, unsuit- 
able skills, age, and poor health may restrict the worker’s bid for employ- 
ment. A worker may be unable or unwilling to move where there are jobs 
for which he is qualified. A worker’s expectation of getting another job 
is a further complicating factor. An unemployed auto worker, for exam- 
ple, who has been earning $2.75 an hour may be reluctant to accept a job 
at $1.50 an hour. 
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Quantitative Changes 

The rapid introduction of technological improvements, coupled with ur- 
banization and increasing national wealth, has altered the occupational 
distribution of the work force (table 1 ). These changes emphasize the in- 
creasing heterogeneity of manpower services. In the last 60 years, dra- 
matic shifts have occurred; these have become more pronouned and ac- 
celerated in the last 2 decades, 1940-60. The proportion of white-collar 



Table 1 

Distribution of Major Occupation Croups, by Percentages 

J 900-7960 



Major Occupation Group 1 


1900 


1910 


1920 


1930 


1940 


1950 


1960 


Wt.ite-collar workers 


17.6 


21.3 


24.9 


29.4 


31.1. 


36.6 


42.0 


Professional, technical, 
and kindred workers 
Managers, officials, 


4.3 


4.7 


5.4 


6.8 


7.5 


8.6 


10.8 








and proprietors, 
excluding farm 










7.3 


8.7 


10.2 


owners 


5.8 


6.6 


6.6 


7.4 


Clerical and kindred 










9.6 


12.3 


14.5 


workers . . . . 


3.0 


5.3 


8.0 


8.9 


Safes workers 


4.5 


4.7 


4.9 


6.3 


6.7 


7.0 


6.5 


Manual workers 


35.8 


38.2 


40.2 


39.6 


39.8 


41.1 


37.5 


Craftsmen, foremen, 










12.0 


14.1 


12.9 


and kindred workers. 


10.5 


11.6 


13.0 


12.8 


Operatives and 

kindred workers .... 


12.8 


14.6 


15.6 


15.8 


18.4 


20.4 


18.6 


Laborers, excluding 
















farm and mine 
workers 


12.5 


12.0 


11.6 


11.0 


9.4 


6.6 


6.0 


Service workers 


9.0 


9,6 


7.8 


9.8 


11.7 


10.5 


12.6 


Private household 










4.7 


2.6 


3.3 


workers 


5.4 


5.0 


3.3 


4.1 


Other 


3.6 


4.6 


4.5 


5.7 


7.1 


7.9 


9.3 


Farm workers 


37.6 


30.9 


27.0 


21.2 


17.4 


11.8 


7.9 


Farmers and farm 


* _ 11L 








10.4 


7.4 


4.0 


manaaers 


19.9 


16.5 


15.3 


12.4 


IIIMIIMM V* ^ • •••• • * * * ~ 
















Farm laborers and 










7.0 


4.4 


3.9 


foremen 


17.7 


14.4 


11.7 


8.8 



Note: Group* do nol always add to 100 percent because of rounding. 

Source: U. S. Department of Commerce, 1900-1950; U. S. Department of tabor, 1960. 
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workers in the labor force rose from 31.1 percent in 1940 to 42 percent 
in 1960, more than a one-third increase. During the same period, the pro- 
portion of professional and technical workers increased 44 percent, and 
managers and officials gained 40 percent. Clerical workers increased over 
50 percent, while sales workers declined slightly. 

Manual workers have been declining in relative importance, from 39.8 
percent in 1940 to 37.5 percent in 1960. The largest decline occurred in 
the unskilled laborers with a drop of over 36 percent. 

Service workers, as a whole, increased during this period from 1 1 .7 per- 
cent to 12.6 percent. Within this group, however, domestic workers have 
been declining, which leaves the other service workers with a gain of 30 
percent. 

The most dramatic decline has occurred in farm workers. This has been 
going on since the turn of the century. Between 1940 and I960, the pro- 
portion of farm workers decreased 55 percent. 

Rapidly increasing technological improvements affect the operation of 
the labor market. The mechanism on which we rely for allocation of the 
labor force is not working perfectly or self-adjusting. It does not ensure 
that the displaced or unemployed worker will automatically find employ- 
ment without delay or hardship. The labor market tends to operate more 
effectively when technological change comes slowly or gradually. This is 
not the situation today. As David Saraoff , Chairman of the Board of RCA, 
has pointed out, “The very fact that electronics and atomics are unfolding 
simultaneously is a portent of amazing changes ahead. Never before have 
two such mighty forces been unleashed at the same time.” 1 

The pace of technological change has been accelerated through the im- 
pressive increase in expenditures for research and development by the 
federal government, private industry, and others. In the period 1950-61, 
these expenditures increased from $2.9 billion to $14 billion, 380 percent. 

In addition to adjusting to these technological innovations, the labor 
market is feeling the impact of large numbers of workers in search of em- 
ployment. The supply of workers willing, able, and actively seeking to 
work is being affected by three major forces. 

First, there are those workers whose jobs have been and are being af- 
fected by economic and technological change. Of particular importance 
was the movement of nearly two million w;orkers out of agricultural and 
rural areas which took place in the decade 1950-60. Agricultural employ- 



HJ.S. Congress, Join! Committee on the Economic Report, Subcommittee on Economic Stabil- 
ization, Automation and Techno/ogicaJ Change, 84th Cong., 1st sess. {Washington! Government 
Printing Office, 1955), p. 4. 
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ment dropped 24 percent, from 7.5 million to 5.7 million, yet total output 
increased substantially. Another dramatic example of workers affected by 
technology occurred in bituminous coal mining. Here production workers 
declined from 351,000 in 1950 to 149,000 in 1960, a decrease of about 
60 percent, while productivity, defined as average tons per man, more 
than doubled. In manufacturing, the number of production workers in 
1960 was about the same as in 1950, approximately 12.5 million. During 
this same period the Federal Reserve manufacturing index, adjusted for 
seasonal variation, rose from 75.8 to 109.7 percent. 

Technology, as reflected in increases in productivity, that is, output per 
man-hour, affects many workers each year. The Bureau of Labor Sta- 
tistics has estimated that if annual productivity increases 2.5 percent, the 
labor displacement will be 1 .5 million workers. If there is a three percent 
increase, the displacement will be nearly two million. 2 It must be noted, 
however, that displacement is not the equivalent of unemployment, nor 
can productivity rates be translated directly into unemployment figures. 
If the real product of the economy increases as much as productivity, the 
displaced workers (or an equivalent number of others) will be reabsorbed. 

A displaced worker may not necessarily be involved in a labor market 
transaction; he may be transferred to another job with the same employer 
and may never experience any unemployment at all. Others may experi- 
ence varying periods of unemployment before finding other jobs; still others 
may have become occupationally obsolete and experience extreme diffi- 
culties in finding suitable jobs. Here, we are concerned with those workers 
who are not absorbed by their employers and who are in search of a job. 
Their exact number is not known, but the high rates of unemployment in 
the last five years suggest that there are many such workers. 

Second, a major force affecting the supply of labor is the proportion of 
women working. Between 1950 and 1960, the number of women in the 
labor force increased from 18.7 million to 23.6 million, a gau of over 25 
percent. Currently, about one-third of the labor force are women. Al- 
though we cannot go into the many factors responsible for this trend, it is 
important to note that women have developed a two-phase working cycle. 
Once out of school, they seek jobs. After marriage, they tend to leave their 
jobs to rear their children. Once the children no longer tie them to the 
home, many reenter the labor market. Between 1950 and 1960, the num- 
ber of women in the labor force, ages 14 to 44, increased only 12 percent, 



2 Ewan Clague, Social and Economic Aspects of Automation, report before the Joint Automatic 
Control Conference (Boulder, Colorado: University of Colorado, June 28, J961), mimeographed, 
p.7. 
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while the number over 44 years of age increased 57 percent. 

Third, the most impressive factor affecting the labor supply is the large 
number of young people entering the labor force. The nation is beginning 
to feel the effects of the high birth rate after World War II. In 1950 there 
were 13.3 million workers 14-24 years of age in the labor market; in 1960 
there were 13.9 million; and in 1961 there were 14.4 million. In one year 
( 1960-61 ), over 500.000 young workers entered the labor force. 

The labor market requires time to adjust to the impact of technology 
and the forces affecting labor supply. In the long run, it does adjust; but 
the long run may take a lifetime. Workers must be concerned with the 
short run as well as the long run. Usually, they need jobs immediately. 

Qualitative Changes 

Changing technology is having an effect on the kinds of workers em- 
ployers are seeking. United States Department of Labor data on the char- 
acteristics of the unemployed suggest that employers are seeking workers 
with higher levels of education, training, and skill. During 1962 about 
two-fifths of the unemployed were in the semiskilled and unskilled oc- 
cupational classifications. If those with no previous work experience were 
included, they would account for about half of all the unemployed. 

Table 2 shows how the less educated workers are feeling the impact of 
employers’ changing manpower requirements. The unemployment rates 
for males 18 years old and over are presented for 1950 and 1959, by years 
of education completed. These 2 years were selected because the unem- 
ployment rates foi the group as a whole were identical, 6.3 percent. In 
1950 the unemployment rate for those workers with 0 to 4 years of school- 
ing was about 3.5 times that for those with 16 years or more. In 1959 the 
rate for the former was seven times that of the latter. Viewed another way, 
the unemployment rate for those with 0 to 4 years of schooling increased 
16 percent between 1950 and 1959. The rate for those with 13-15 years 
of education declined 23 percent; and for those with 16 years or more of 
schooling, the rate declined 39 percent. 

Those with less formal education are not able to compete realistically 
for the available jobs. Among this group are nonwhites whose unemploy- 
ment rate during the last five years has been more than double that for 
whites. 3 Although nonwhites compose less than 10 percent of the labor 
force, they have accounted for about one-fifth of all unemployment in 
each of the last five years. 

*ln the Monthly M»po:t on tho labor fore*, December 1962, the unemployment rate for non- 
whites was 11 percent compared to 4.6 percent for whites; in December 1961, the rate for non- 
whites was 1 1.7 percent compared to 5.1 percent for whites. 
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Table 2 



Unemployment Rates in 1950 and 1959 for Males 18 Years of Age 
and Older, by Years of Education Completed 





Percent of Civilian Lobor Force 


Change as Percent of 


Years of Education 


1950* 


1959 


1950 Rote 


0-4 


8.5 


9.9 


+ 16 


5-7 


8.3 


9.7 


+ 17 


8 


6.7 


7.3 


+ 9 


9-11 


7.1 


8.1 


+ 14 


12 


4.7 


4.9 


+ 4 


13-15 


4.3 


3.3 


— 23 


16 plus 

Unemployed males 1 8 years 


2.3 


1.4 


— 39 


of age and older 


6.3 


6.3 


0 



*AII unemployment rotes in 1950 are odjusted upward for: (1) census undercount of lobor 
force and unemployment compared with the Current Population Survey; ond (2) persons with 
jobs but on temporary layoff or woiting to be called to new jobs, excluded from the unemploy- 
ment classification in 1950 but included in 1959. 

Source: U.S. Congress, Joint Economic Committee, Employment ond Unemployment, Hearings, 
87th Cong., 1st sess.. Subcommittee on Economic Statistics, December 18, 19, 20, 1961 (Wash- 
ington: Government Printing Office, 1962), toble by Clorence Long, p. 378. 



Also in the group whose educational preparation handicaps them in 
meeting employers’ current hiring requirements are the school dropouts. 
It has been estimated that about one-third of the nation’s young people 
drop out of school before completing high school. In addition to lacking 
adequate formal education, many belong to minority groups, which adds 
another barrier to their obtaining jobs. Unprepared for the world of work, 
the school dropouts experience difficulty in finding employment. In many 
instances, they have had little help in vocational guidance. Too many of 
them have no clear understanding of their abilities, talents, shortcomings, 
or how to go about getting jobs. In addition, some have not developed 
acceptable work habits. 

According to United States Department of Labor data, 18 percent of 
the 214,000 school dropouts in 1960 were unemployed in October I960. 4 
In October 1959, about one out of every four of the school dropouts in 

4 Sophio Cooper, "Employment of June 1960 High School Graduates," Monthly Lobor Review, 
IXXXJV, no. 5 (May 1961), p. 465. 
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the labor force were unemployed .5 The plight of the jobless and placeless 
school dropouts has been characterized by James Conant as social y 
mite.” Mary Kohler and Andre Fontaine, referring to the : school dropout 
have dramatically described how the nation wastes a million kids a year 
If the current dropout rate continues, 7.5 million of the estimated 26 mil- 
lion youths entering the labor market during the 1960 s will be school 
dropouts. Of this number, 2.5 million will not have gone beyond elemen- 

ta The h employn'ent problems of school dropouts are interrelated with 
those of young workers in general. The unemployment data re ec 
difficulties of the nation’s youth in finding jobsjable 3 shows the rate of 
unemployment between 1957 and 1961 for the age group 14-19 yearn. 
With the exception of 1958, this group of workers accounted for about 
one-fifth of all unemployment in each of the years. In this five-year peri ’ 
the unemployment rate among young workers has been between 
tferrar* timf»c thp rate for the nation as a whole. 



Table 3 

Number Unemployed in Selected Age Groups as 
Percent of All Unemployed, and All Unemployed as 
Percent of Civilian Labor Force in the United States 

1 957-1961 



Age Group 


1957 


1958 


1959 


1960 


1961 


1 4-1 9 years of age (000) 

Percent of all unemployed . . . 

45 years of age and over (000). 
Percent of all unemployed . . . 


574” 

19.6 

861 

29.3 

2,936 

4.3 


75T 

16.2 

1,357 

29.0 

4,681 

6.8 


727 

19.1 

1,144 

30.0 

3,813 

5.5 


792 

20.1 

1,130 

28.7 

3,931 

5.6 


921 

19.2 

1,424 

29.6 

4,806 

6.7 


Mil uyc) \\J\J\Ji 

Percent of civilian labor force 



Source: Employment and Earnings, Annuol Supplement, Vol. 8, no. 12 (June 1962) 



Both inexperienced young woikers and older workers (45 yeanoM 
and over) have difficulty in finding jobs because of their inability to meas- 
urr op to employers’ hiring requirements. 

♦Sophia Cooper, "Employment of June 1959 High School Graduates, October 1959," Monthly 

tabor Review, IXXX1II, no. 5 (May I960), p. 504. Million Kids a Year," Saturday 

♦Mary Conway Kohler and Andre Fontaine, We ' Waste i a J « ■»'<>"*' ias a , 

Evening Past, CXXXV, nos. 10-12 (March 10, 17, and 24, 1962), pp. 15-24, 50 70, and 

respectively. 
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As indicated in table 3, this older age group has accounted for about 
three-tenths of all unemployed in each of the five years. While their age 
may be a handicap in their bid for employment, they may also be lacking 
in other qualifications, such as education. For example, in a 1961 study of 
older unemployed workers in Lansing, Michigan, it was found that 46 
percent had not finished elementary school and 22 percent had not fin- 
ished high school. Thus, over two-thirds of the unemployed older work- 
ers had less than a high school education. These were the dropouts of a 
generation ago. 

The Manpower Problem 

In the job economy there are large numbers of workers whose prospects 
for employment would not be significantly enhanced by a higher rate of 
economic growth. These workers do not possess the necessary skills to 
meet employer hiring requirements. On the other hand, there are large 
numbers of job vacancies which could be filled if there were qualified work- 
ers available. Many of the workers could compete more realistically for 
some of the available jobs if they had the necessary training. Other job 
vacancies involving professional and technical occupations are slow to 
respond to placement efforts because of the fundamental educational and 
preparatory requirements of the jobs. The nation cannot be insensitive 
to those workers who want to work but who are experiencing difficulties 
in their search for employment. Similarly, the nation cannot ignore the job 
vacancies. The survival of the economic system depends on having an 
adequate supply of workers able to meet the manpower requirements of 
the nation. 

There is a growing awareness that society is becoming more manpower 
conscious. The enactment of the Area Redevelopment Act, the Manpower 
Development and Training Act, the Trade Expansion Act, the Public 
Works Acceleration Act, and the National Defense Education Act, to 
mention a few, are but tangible evidence of the public’s decision to seek 
out solutions for a better utilization of its human resources. 

The projections for the job economy in the immediate years ahead fore- 
cast further development of those trends which have been operative since 
the end of World War II. The shift away from unskilled jobs to white- 
collar employment, such as professional and technical, sales and clerical, 
and service jobs, will continue and may even accelerate. For young work- 
ers this emphasizes the vital importance of education and preparation for 
a career. The problem is quite different for established and experience'? 
workers of all occupations. A male older worker is unlikely to return to 
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school for several years to qualify for a profession, but he may be capable 
of learning a new occupation or upgrading his skills if afforded that op- 
portunity. 

The size, shape, and composition of the labor force during the current 
decade wiii present pertinent problems for maximum and effective man- 
power utilization. It has been estimated that the labor force will increase 
during the 1960’s from 74 to 87 million, a gain of 18 percent. Within the 
labor force, there will be significant changes occurring. There will be a 
very large increase in the number of young workers under 25 years of age. 
According to United States Department of Labor estimates, 26 million 
younger workers will be entering the work force during the 1960 s. This is 
almost 50 percent more than the number who entered the labor force in 

the 1950’s. 

At the other end of the age spectrum, there will be 33 million workers 
45 and over in the labor force by 1970, a gain of 20 percent over the 
1950’s. The longer life span, the advances in medical services, and a bet- 
ter standard of living help to explain the increase in the older worker 

group. 

The proportion of workers in the prime age worker group, 25-44 years 
of age, will decline. During the 1960’s, this group will account for about 
40 percent of the labor force. Because of the comparatively low birth rate 
during the 1930’s, there wffl be actually fewer workers (about a quarter 
of a million) in the 35-44 age bracket available in 1970 than there were 

in 1960. . . , . . 

There will also be large numbers of women entering the labor force. 

The estimates are that the proportion of women in the work force will in- 
crease to 35 percent by 1970. Nearly one-half of all women 35-64 years 

of age will be working or looking for a job. 

These trends suggest that the short supply of job seekers in the inter- 
mediate age group, 25-44, w ill create pressures on employer recruitment 
in the immediate years ahead. To meet their manpower requirements, 
employers may have to obtain workers from among the young inexperi- 
enced workers, the older workers, and female workers. 

As to the potential supply of jobs, the operation of a complex, modem 
industrial society requires a wide range of diverse skills. Some industries 
will grow faster than others. The United States Department of Labor has 
estimated that compared with the 20 percent rise in total employment, 
employment in construction and in finance, insurance, and real estate will 
rise at a much faster rate; employment in trade, government services, and 
all other services will rise at a faster rate; employment in manufacturing 
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will be about the same, while that in transportation and public utilities will 
grow at a much slower rate; there will be a further decline in «g" cui “£ 
There is substantial evidence that an imbalance in the American labor 
force* ^developing as a result of the changes occurring in bod, die supply 

^The* ^blfo'emplt^ment service is but one channel of hiring through 
which workers and employers are brought together. The quan i y a 

quality 'o^ the available labor supply and employer manpower requne- 

ments are important factors affecting the operation of the public employ- 
ment service. 



^Manpower Challenge of the 



1960s (Washington: U.S. Department of labor, I960). 
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